
EXHIBIT G 

Reply to QAI Correspondence of March 26,2001 



STEWART R PERRY 
SMW M. PERRY 
s w e c  PERRY 

PERRY, PERRY & PERRY 
ATTORNEYS AT L A W  

SUIT6 270, PARKDALE 1 
5401 G W L E  D W  

bfD4NeA€'OUS, hlWNTSOT.4 55416 
lXLEPH0m: (952) 5463555  
FACSMLE: (952) 546-3855 

E-MAIL: shawnpcrry@xrryperrperry mm 

WRITER'S DIRECT DIN NO- 
(952) S46-3845 

LE&U ASSISTANT 
JeRoME L J A W  

April 6,2001 

VIA FACSIMIL,E AND MAIL 

Jefiey W Ogen, Esq. 
Bochctto & Lentz, PC 
I524 Locust Street 
Phladelphia, PA 19102 

Re Inmark,Inc. 
Protel Advantage, Inc. 
LoTel. Inc. 

DearMr Ogren: 

We have conducted an investigation and consulted my Client's regulatory c o w l  regarding the USF 
issue that you and I have been discussing this week. 

On March 26,2001 Christine Cotton sent a letter to my Clients stating that they had to sign a Universal 
Connectivity Charge Exemption Certification attached to her letter. Regulatory counsel has advlsed 
that h s  is an attempt to improperly shiff the obligation to submit FCC Forms 499s and 499A to the 
USAC and to pay the associated obligations from QAI to my Clients. (See, e.g, Instructions for FCC 
Form 499A.) Accordingly, my Clients have been advised by regulatory counsel to decline the 
invitation to sign the Certifications. 

AIler consulting wth USAC and regulatory counsel, it is clear that the USAC Stakernent of Account 
sent to LoTel' in care of QM dated March 21,2001 is for obligations arising from d e  FCC Form 499s 
for the period January 1, 2000 to June 30, 2000. The report was prepared for LoTel by QM. Since 
QAI passed through !he anticipated cost of the USF obligation to the end-user customers and collected 
the proceeds fiom the customers for the year 2000, it is obligated to pay the USF obligations billed in 
2001 Likewise: for any customers QAI conhues to bill, it is obligated to report and pay the USF 
obligation. 

~~~~ 

' h t w k  and Protei have not received similar letters from Ms. Cotton or in~olces frorn USAC. 
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QAl’s responsibility to report and pay should be no rurprise because QAI has previously 
acknowledged its responsibility in a letter dated August 21,2000. In referring to its obligation to pay 
USF billings arising &om the 499s filed in September 2000 QAI stated: “Since we [QAII are 
collecting the USF revenue, we will conhnue to pay the USF bills.” This admission together with other 
legal equitable principles makes it clear that QAI is responsible for the payment and reporting for the 
penods in which it billed and/or collected revenue !?om the customers. 

A s  stated m my Apnl4 and 5,2001 letters to you, on behalf of all of my Clients, we expect that QAI 
will do the following: 

1. File FCC Form 499A for January 1, 2000 through the date QAI stopped collecting revenue 
from customers transferred to my Clients in mid-December 2000. 

2. File FCC Form 499A (due on April 2, 2001) for any end-user customers billed under the 
Inmark. Protel and LoTel brands for customers that were not transferred to Northstar. continue 
to file future reports and make future payments for such customers. 

3. Pay all USAC invoices that are attributable to the FCC Forms 499s filed in September 2000 

4. Pay all USAC invoices that are artriburable to the filing of FCC Forms 499A thar were due on 
April 2,2001. 

5 ,  File all reports and pay all obligations for the TRS. LNP and NA” to the extent they are not 
covered by items 1-4 above for the periods in which QAI was and is billing the customers. 

My Clients will file reports and pay the obligations ffom the time they began billing the customers. 

I will be on vacBtion next week. If there are any issues that arise related to this letter when I am on 
vacation, you may contact Pa?zick Crocker, Regulatory Counsel for my ClienE at the following address 
and telephone number: 

Early Lemon Crocker & Bartosiewicz 
15 1 South Rose Street 
Suite 900 
KaIamazoo.MI 49007 
(616) 381-8844 

As requested in my letters of  April 4 and 5 ,  2001, please confirm that QAI will make the forgoing 
payments and regulatory filings. 
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SMPlma 
End. 
cc: 

PS 

Jeaey  Tibbets, Esq. (via facsimile 202-973-2891) 
Patrick Crocker, Esq. (via facsimile 61 6-349-8525) 
Clients 

After th~s letter was prepared, but before it was faxed we spoke and you faxed me the revenue 
data this afternoon. 1 want IO make it clear that our final position is set forth in this letter. 
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2001 FCC Form 499-A Telecommunications Reporting Worksheet Approval by OMB 
>)> Please read instructions before completinq c c c  3060-0855 

t Annual Filing .- due April 1 I 
Block 1: Contributor Identification Information During the year, carrier? must r e k  B l ~ k  1, 2 and 6 11 there are any changes In Lines 104 or 1 12 See ins~un~ons 

101 Filer 499 ID [If you don'l know your number, contact the administrator at (973)-560.4400 
819152 

- If you are a new Iller leave blank and a Filer 499 ID will be assigned to you ] 

102 Leqal name of reportinq entity 

103 IRS employer identificalion number 1 31-1575012 
104 Name telecommunications 5eNIce provlder IS doing business as 

I American Cyber Corp. d/b/a Discount Plus f/k/a K e y  Communications 

I Discoun t  P l u s  
105 Principal communications business [Check the one thal best descrlbes the reporting entity - -  see directions Check one box only I 

0 Incumbent LEC 0 CellularlPCSlSMR (wireless telephony incl by resale) 

0 Operator Service Provider (OSP) 0 Paging & Messaging 
0 Interexchange Carrier (IXC) 

0 Payphone Semce Probider 

5 Wireless Data 

0 Other Toll 

0 CAPiCLEC 

0 Local Reseller 

0 Prepaid Card 0 Private Service Provider 0 Salellite 
0 Shared-Tenant Service Provider 

I l f  Other Local, Othei Mobile or Other -1 Toll 1 5  checked 

ldescribe carrier type I sewices provided 

Toll Reseller 

0 Olher Mobile 

0 SMR (dispatch) 

0 Other Local 

106 Holding company I ~ I I  ~ i i ~ ' ~ l ~ , i l  

107 FCC Registration Number (FRN) [ https //gullfoss2 fcc govicoreslCoresHome hlml ] 

108 Management company [)I carrier 15 managed by another entity] 

109 Complete mailing address of reponing entity's 

8 , ~ ~ .  , m ~ l ~ t ~ ~ l !  , I IU /~  . I I ~ I ~  . 1 . ~ ~ ~ 1 e  , I ~ ~ ~ ~  

(For assistance. contact the CORES help desk at 871-480-3201 or CORtS@Icc govl 

coiporale headquarters 

~~ 

-~ 

6053 Hudson Road, SrdtellO 
Woodbury, MN 55125 

Services This should include all names b j  which you are identifled on c ~ s t ~ r n e i  b i lk  I q 
j l  Discount Plus # h  
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Block 2-A Personal Contact Information 

201 Filer499 ID [from Line 1011 819152 

207 Corporate olfice. attn name. and mailing 
address 10 which future Telecommunicatjons 
Reporting Worksheets should be sen1 

208 81111~g address and billing tonlact person 
-~ 

[Plan adminisIralois will send bills for contributions to this 

-. 

Patrick D. Crocker, Attorney 
900 Comerica Bldg. 
Kalamazoo, MI 49007 
Patrick D .  Cracker, Attorney 
900 Comerica Bldg 

210 Telephone number 01 D C aqenl 

21 1 Fax number of D C agent 

212 E-mail of D C agenl 

213 Complete business address of D C agent 
for hand Sewice of documents 

~ 

PERSOYS MAKIUG 'VILLFUL?" CALSE STATEhUENTS I l'l THF'AO?KSHEET CAN BE FUNISHIE 3 Y  C i l l E  OR Ihl?R1SONli4ENT UNDER TITLE 18 OF T 4 i  UbITEG ST4TES CODE 18 1, S C $*a01 
FCC Form 499-A 
Fzhruarv 200' I 

I 202 i - 393-1747 
~- (-202 ) - 393-1760 

1025 Vermont Ave NW 
Washington DC 20005 

214 Allernale Agent lor Service of  Process (optional) 

215 Telephone number of allernale agent 

216 Fax number of alternate aqent 

Patrick D. Crocker, Attorney-at-Law - 

j 616 1381-8844 

I 616 i 349-8525 



- . .  
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Block 2-C: FCC Registration Information. Carriers that provide interstate sewice must complete Lines 219 th rough 225 
Dunnq the year. camen must rellle Block 1 ,  2 and 6 11 there are any changes in Ihis s m o n  See lnshcllons 

222 Business address of individual named above 

1 , 
221 Chairman (or. a similar senior-level oiiicial i f  the filing entiiy 

does not have such a position or if the Chairman also is 1 
check 11 same as Line 109 

223 President (or, a similar senior-level ofiicial 11 lhe filing entity 
does no! have such a position or if the President also I S  

listed on Line 219 or on Line 221) 

224 Business address of individual named above 

D a n i e l  G .  Coleman 

check i f  Same as Line 109 

~UrIsdictionS In which S e N m  is likely to be provided ~n the next 12 months 
Alabama Kentucky 

n - Alaska ~ouis iana 

3 American Samoa Maine 

Arizona Maryland 
Arkansas Massachusetts 

Caliiornia Michigan 

Colorado Midway Atoll 

conrlectlcul Minnesota 

B Delaware 3 Mississippi 

0 Dislrict oI Columbia Missouri 

- Florlda Monlana 

Georgia 3 Nebraska a Guam 2 Nevada 

Hawaii B New Hampshire 

Idaho NewJersey 

3 Illinois 0 New Mexiw 

9 Indiana New Y o r k  
3 Iowa North Carolha c Johnston Atoll EX North Dakota 

Ohio 
fl Oklahoma 

Oregon 
Pennsylvania 

0 PuertoRico 
@ Rhode Island 

3 South Dakota 
3 Tennessee 

Texas 

Utah 

Soulh Carolina 

U S Virgin Islands 
Vermont 

@ Virginia 

Wake Island 

Washinglon 

West Virginia 

Wisconsin 

Wyoming 
Kansas Nonhein Mariana lslands 

PERSONS MAKING WILLFULLY FALSE STATEUENTS I N  THE\NO?KSHEET CAN BE PUNISHED RY FINE OR IMPRISONMENT UNDER TITLE 18 OF THE UNITED STATES CODE 18 U S C  §lac1 

FCC Form 4 9 9 ~ A  
February 2001 



SEE ATTACHED ADDENDUM 

313  Satellite SeNlces ~ 

314. I 
~~ 



SEE ATTACHED ADDENDUM 

2001 FCC Form 499-A Telecommunications Reporting Worksheet Page 5 
Block 4: End-User and Non-Tileeommunicnlians Revenuer Information 

.. 

paid callinQ card iincludina card sales lo customers - 
412 International calls that both orlglnate and terminate ~n foreign p n t s  1 0% 1 100% 1 

and non-carrier distributors) reponed a i  lace value of cards 

413 Operator and loll calls with alternative billino arranoements l c red~ l  I I I I I 
card. collect. internalional call-back, etc ) other than reven& 
reponed on Line 412 

I 

414 Ordinary long distance (dlrect-dialed MTS. customer lol l~free 8001888 1 I I I I 

PERSONS MAKING WILLFULLY FALSE STATEMENTS I N  THEWORKSHEET CAN BE PUNISHED BY FINE OR IMPRISONMENT UNDER TITLE I8 OF THE UNITE0 STATES CODE 18 U S C  § io01 

FCC Form 4 9 9 ~ A  
February 2001 
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Block 5: Addi t ional  Revenue Breakouts 

501 Filer499 ID [from Line 1011 819152 

Most filers must conlribute to LNP administration and must provide the percentages requested in Lines 503 through 510 
Filing entities that use Line 603 to certily that they are exempt from this requirement need not provide this information 

Percentage of revenues reported in Block 3 and Block 4 billed in each region of the country Round or 
estimale to nearest whole percentage Enter 0 i f  no sewice was provided in the region 

503 Southeast Alabama, Florida, Georgia. Kentucky, Louisiana. Misslssipp~. North Carolina, 
Puerto RICO. South Carolina. Tennessee. and U S Virgin Islands 

Alaska, Arizona. Colorado, Idaho, Iowa, Minnesota. Montana. Nebraska, New Mexico. 
North Dakota. Oreaon. South Dakota. Utah, Washinuton. and Wvomina 

504 Western 

Block 3 I Block 4 

% % 

70 

Carrier’s End-User 
Carrier Telecom 

~ l b i  

509 Southwest Arkansas, Kansas, Missouri, Oklahoma, and Texas “0 

505 West Coast Calilornia. Hawaii. Nevada. American Samoa, Guam, Johnston Atoll, Midway Atoll, 
Northern Mariana Islands. and Wake Island 

Delaware. District of Columbia. Maryland. New Jersey. Pennsylvania. Virginia, and 
Wesl Viruiria 

506 Mid-Atlantic 

510 Total [Percentages must add to 0 or 100 1 SEE ADDENDLM ATTACEED HERETO & INCORPORATED BERELN 0 Yo 

% I 
1 

100 Yo 

507 Mid-West 1111nois. Indiana, Michiuan, Ohio. and Wisconsin I % I  % 

Revenues from resellers thal do not contribute to Universal Sewice S 

508 Northeast Connecticut, Maine, Massachusetts, New Hampshire, New York. Rhode Island, and Vermont I %I % 

S 
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Block 6: CERTIFICATION: to be signed by an officer of the filer 

606 Prlnted name of otficer 

~~ 

601 Filer499 ID [from Line 1011 I 819152 
[from Line 1021 I American Cyber d/b/a Discount Plus f/k/a Key Communications 

Section IV of the ~nstructions provides information on which types of reporting entilies are required Io file for which purposes Any entity claiming 
to be exempt from one or more contribution requirements should so certify below and attach an explanation r h e  Universal Service Administrator 
wjll determine which entilies meet the de minimis threshold based on information provided in Block 4, even if you fail to so certify, below 1 

603 I certify that the reporting enllty is exempt from contributing lo Universal S e w i c e 0  TRS 0 N A N P A O  LNP Administrat ionO 
Provide explanation below 

~ ~~ 

Daniel G. Coleman 

604 I certify that the revenue data contained herein are privileged and confidential and that public disclosure of such information would likely 
cause substantial harm to the competitive p o s i t m  of the company I request nondisclosure of the revenue information contained herein 
pursuant l o  Sections 0 459, 52 17, 54 71 1 and 64 604 of the Commission's Rules 

I certify that I am an officer of the above-named repofiing entity, that I have examined the foregoing report and. to the best of my 
knowledge. informalion and belief, all Statemenls of facl contained in this Worksheet are true and lhat said Worksheet IS an accurate 
statement of the affairs of the above-named company for the previous calendar year In addition. @wea( under penalty of perjury. that all 

El 

607 Position with reponinq entity 

requested identification reg~slration informalion has been provided and IS accurate 

I -  

605 Signature 

CEO 

609 This filing Is Q Original filing 0 Revised filing 

Do '101 P a i l  chec4s with th!s form 
For additional informalion regarding this worksheel conlact Telecommunicalions Reponing Worksheet Informallon 

Send this for- !o Fcrm 499 c/o NECA, OC South Jeffersoii Rcad. Whippany Ne* Jersey. 07981 
(973) 560-4400 or via e-mall Form499aneca org 

PERSONS MAKING WILLFULLY FALSE STATEMENTS I N  THEWORKSHEET CAN BE PUNISHED BY FINE OR IMPRISONMENT UNDER TITLE 18 OF THE UNITED STATES CODE 18 U S C  plO0i 

FCC Form 499-A 
February 2001 



ADDENDUM TO 2001 FCC FORM 499-A 
TELECOMMUNICATIONS REPORTING WORKSHEET 

FOR 

AMERICAN CYBER CORP. d/b/a DISCOUNT PLUS f/Wa KEY COMMUNICATIONS 

The following IS submitted in further explanation of the information contained in the 
2001 FCC Form 499-A for American Cyber Corp. d/b/a Discount Plus f/k/a Key 
Communications (“American Cyber”), 

Pursuant to contractual agreements and course of dealing between QAI, Inc. of 7700 
lrvlne Center Drive, Suite 605, Irvine, CA92618 (“QAI”) and applicable law and regulations, 
QAl  was obligated to prepare Form 499 reporting worksheets for American Cyber, to timely 
file such reports and to pay all resulting USF and other resulting charges. This obligation 
is reflected among other things in the attached correspondence of August 21,2000 from QAI 
to American Cyber, in which QAI reaffirmed its obligation to prepare and file reports of 
Form 499 information and to pay resulting USF and related charges. 





EXHIBIT I 

Letter of Appeal to Administrator USAC 





Yours truly, 

P.L.C. 

~. 
6 - 

Lawrence M. Brenton 

LMB/dle 

Enclosures 

Email: Ibrenton@earlvlennon.com 

mailto:Ibrenton@earlvlennon.com


Universal Service Administrative Company USAC 
Lori S Terraciano 

~ S S O C I J I C  MJirager - Unwcrsal Servlce Rcvenuc Admmlstratlon 

September 12, 2001 

Patrick D. Crocker 
900 Comenca Bldg 
Kalamazoo, MI 49007 

Mr Crockcr 

This letter is in response to the April 2001 FCC Form 499-A filings that were submitted 
for Amencan Cyber COT. (Filer 499 ID 819152), Inmark, Inc (Filer 499 ID 814681), 
LoTel, Inc (Filer 499 ID 819396), Protel Advantage, Inc. (Filer 499 ID 809181), and 
Coleman Enterprises, Inc. These filings reported zero revenue for all of these companies 
for the period of January - December 2000. 

Attached Lo each 499-A filing for the above mentioned companies was an addendum that 
stated QAI, Inc was required to file the 499-A filings for these companies and pay all 
universal sewice charges related to these filings This is not true according to FCC 
Rules. Please see pages 4-7 of the Instructions to the Telecommunications Reporting 
Worksheet (attached). Each legal entity is required to file their own 499-A filing 
reporting their own revenue. QAI may have provided a service to these companies in the 
past, but they are not obligated to file 499 filings for any of their resellers. 

In the addendum, i t  is pointed out the QAI has agreed to file 499 flings on behalfof 
these companies, as proven in their August 21, 2000 letter. This letter states that QAI  
will be filing the September I ,  2000 FCC Form 499-S on their behalf. There is no 
mention of any future filings, other than the September 1, 200 499-S. Therefore. all of 
the above mentioned comoanies are required to submit the A ~ n l  1. 2001 FCC Form 499- 
A on their own behalf. 

Not all companies are required to contribute directly to the Universal Service Fund The 
following excerpts from the FCC's Form 499 Instructions on pages 5-7, will help to 
explain what companies are exempt from contnbuting to the Universal Service Fund: 

Universal service acetmon for de minimis telecommunicalions providers 

Secrlon 54 708 ofrhe Commltsion's rules states that telecommunications carriers and 
decommunications providers are not required to contribute io the universal service support 
meclranisrnsfor a given year {their conlrtbution for fhalyear 1s less than $10.000 ' 

4 7 C F R  $ 5 4 7 0 8  
I 

80 South Jefferson Rd Whippany NJ 07981 
Visit us online ai hHp/Aw.wunrver;alserv,ce OQ 





Page 3 
September 12, 2001 

li you iiced help compleiing the 499A, please contact the Fonn 499 help line at 973-560- 
4460 or through e-mail at Form499~11eca O I ~  

I trust this information provides you with the background necessary to resolve your 
questions/concems. Please contact the Form 499 help line at 973-560-4460 with any 
further questions. 

Thank you, 

cc: Bill Davis (PWC) 
Lisa Harter 

80 South Jefferson Rd Whippany NJ 0798 I 
Visit us online af h n p / W  un,ver;slservrce org 



ADDENDUM TO 2001 FCC FORM 499-A 
TELECOMMUNICATIONS REPORTING WORKSHEET 

FOR 

AMERICAN CYBER CORP. d/b/a DISCOUNT PLUS WVa KEY COMMUNICATIONS 

The following is submitted in further explanation of the infomat ion  contained in the 
2001 FCC Form 499-A for Amencan Cyber Corp. d/b/a Discount Plus f/Ma Key 
Communications (“American Cyber”). 

Pursuant to contractual agreements and course of dealing between QAI, Inc. of 7700 
Twine Center Drive, Suite 605, Irvine, CA92618 (“QAI”) andapplicablelaw and regulations, 
QAI was obligated to prepare Form 499 reporting worksheets for American Cyber, to timely 
file such reports and to pay all resulting USF and other resulting charges. This obligation 
is reflected among other things in the attached correspondence of August 21,2000 from QAI 
to American Cyber, in which QAI reaffirmed its obligation to prepare and file reports of 
Form 499 information and to pay resulting USF and related charges. 

D \Lmb memorWddendum re lnmark wpd 
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David Wiegand Deposition Testimony 
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19 
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951 
1 company because i t ' s  found on the top of a l o t  of the 
2 faxes that are generated out of his fac i l i ty .  
3 Q This document appears to have been faxed to QAI 
4 i n  October of 13391 
5 A Yes 
6 Q Do you recal l  reviewing this document i n  or 
7 about l a t e  October, 13531 
8 A. Yes. 
9 Q And who is Attorney MacBride? 
0 A .  UacEride was the outside counsel that I used for 
1 QAI and for Cheetah i n  the s ta te  of California for 
2 regulatory purposes 
3 Q And Mr MacBride was the attorney that you had 
1 hired to deal w i t h  the California PUC w i t h  respect to 
5 the Coleman Enterprises matter? 
6 A. No, I did not expl ic i t ly  hire hm to handle the 
7 formal proceeding that was f i led .  I d d  have him 
8 provide some consultation t o  me prior to the December 
E 2nd order inst i tut ing an investigation by the California 
0 PUC. Pnd I did have him representing our interests  i n  

1 some discussions w i t h  Dan Coleman's counsel, prior to 
2 the f i l i n g  of the order inst i tut ing an investigation, 
3 with regard to the thought of him selling his  companies 
1 or his customer bases to us under the, under some terms 
5 of -- potentially under the opt ion  that we had to buy 

953 
1 the base or  otherwise. 
2 Q. Do you recal l  having discussions with Grant 
3 Lebens regarding his discussions with Mr Colaan 's  
4 attorneys involving the California PUC investigation' 
5 A .  I had discussions with Grant occasionally about 
6 that topic,  yes. 
1 
8 Mr. Lebens about the s ta tus  and process of the 
5 California PUC investigation? 
0 
1 
2 
3 
6 
5 
6 
1 t o  their  counsel 
8 
3 
C iron Gran: 
1 Q Just  so I ur.derstand how the 7 3 cent per minute 
? 
? 
1 
5 

Q. And what do you recal l  of those hscussions with 

A .  What Grant Lebens was primarily responsible to 
me for w i t h  regard t o  this  action on the par t  of the PUC 
i s  that  I had him following up with Dan Coleman's 
odtside counsel to make sure we were getting a l l  of the 
copies of a l l  of the docments that they had agreed to 
provide to u s ,  and he was also responsible i n  my behalf 
t o  provide the information that we had agreed to provide 

So primarily t h x  h i n d  of infornation was 
cmina frsm Granf to me, or to our offices i n  California 

plan vorted, was that  the charge then for both i l t e r  and 
:ntrastate ca l l s  f o r  :ana dlsrance? 

being sold that vas a - -  i t  uas @ I ' r  product, the lona 
A Tb.at ra te  x i s  aF?lit&!E to a product tt,:; 23s 

PARADIGM REPORTIF 

VOL. VI, 10-25-02 
:LIEDSON 

95 
1 &stance bi l l ing product. And i t  was the in t ras ta te  
2 rate And to  the extent that  we could match that r a t e  
3 on an int rastate  basis i n  certain s t a t e s ,  my direction 
4 was that we would 
5 higher than  that  so we would have t o  c h z g e  more i n  
6 certain s ta tes  on an in t ras ta te  ca l l  than that ra te  
7 
8 marked for ident i f icat ion.)  
3 BY HR STEFE'ENSON: 

But i n  sme cases our cost was 

(Wiegand Deposition Exhibit No. 149 

10 Q. Showing you what's been marked as Exhibit 1 4 9  
11 Did you have any discussions v i t h  Mr. White a t  or about 
12 November, was it 1998,  regarhng the issue set  for th  i n  
13 this letter '  
14 A. Regarding the r a t e  applied on the USF,  yes, I 
15 did 
16 Q. Did you recal l  having discussions w i t h  Mr. White 
17 regardng the l a s t  sentence of Ms bhtchel l ' s  l e t t e r  
18 that says that, "Fs we discussed this  increase could 
19 result  i n  a substantial  increase i n  end user complaints 
20 and ad~ustments' 
21 A. I don't reca l l .  
2 2  
23  
2 6  
2 5  charges? 

Q. Do you recal l  i n  or about this  time having 
discussions w i t h  Mr White about the need for e i ther  QAI 
or Cheetah to increase the Universal Service Fund 

95 
1 A. My recollection is  that  they used the Universal 
2 S e m c e  Fund r a t e  and a t  that  time we had to along w i t h  
3 the res t  of the marketplace response u l t h  some increase 
4 of our own to cover i t  
5 
6 would have some Impact on the customer base, the nirmber 
1 of m p l a i n t s  and ad lusbents ,  I'm not sure that this 
8 one change though could be i n  my opinion characterized 
3 as having a potential for  substantial change 

10 Q.  Can you explain t o  m e  why there was a need t o  
11 increase it from 6 percent to 8 . 4  percent' 
12 A Yeah, I believe t h a t ' s  what I was trying to 
13 explain lus t  now is tha t  there was, a t  some point during 
14 or prior to th i s  period there was an increase i n  the 
15 rate  that  was charged by the FCC, and so we along n t h  
16 the rest  of the marketplace made an ad lusbent  to cover 
17 for that  

19 net of a l l  fees ,  costs and multipliers? 
!0 P When you generate, when you s m , t  bil l ings 
!1 through USE1 they have b i l l ing  fees and other bi l l ing 
!2 costs and SOW multiplier that  I'm no: a l l  that f a i l i a r  
!3 w i t h  that they must have applied to th i s  
! 4  my recollection i s ,  and 1 don't  runaber this l e t t e r  
15 specifically,  but my instruct-ons were that we would, 

We would always, I would always expect i t  

18 Q. So why were you increasinq i t  to 8.4 percent the 

Ad so what 

; 8 CAPTIONING INC. 
(612) 339-0545 
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1 that i f  we were going to use 8 .4  percent as what we 
2 thought we had to charge, that  that  would be the amount 
3 that we would real ize  a f te r  a l l  of these other costs 
4 that  ve didn' t  have any control over were covered 
5 Q.  Well, i f  you're receiving 8 4 percent after a l l  
6 tt.e other costs are covered, then you're obtaining an 
7 B 4 percent prof i t ,  i s  that  correct' 
8 A No That's not correct That would lust  be the 
9 percent that  we would col lect  before other forms of 

.O costs and dilution as well as  the money that we had t o  

.l turn around and pay 

.2 

. j  

. d  

.5 

.E these receipts,  yes 

.7 

.8 resellers '  Up to a certain point i n  time? 

.9 hQ BCNICE I ' l l  o b j ~ c t  t o  that  '"on 
: O  behalf " The contract between tb,e parties speaks for 
'! ::self and specifically excludes USF charges So the 
: 2  resel lers  were te lecmcnicat ions broters I would 
'3  oblect to the form of the question as resel lers ,  
! I  contract says they're indepecdent marketers The USF 
!5 obligation was QAI's 

Q And when yoc say other money that you had t o  
turn around and pay, did you have t o  pay on behalf of 
the resel lers  the tiSF fees, 

A .  We paid millions of dollars i n  USF fees out  of 

Q And you paid those on behalf of a l l  the 

951 
1 BY MR. STEFFCNSON 
2 Q Is i t  your understanding that  the USF obligation 
3 was QAI's' 
4 P In our si tuation that QAI took on that  
5 responsibil i ty and i t  vas 
6 Q And did QAI pay those amounts that were owed 
i 
8 Corporation? 
9 A We paid the federal USP on behalf of her ican  

.O 

.1 bankruptcy f inal  f i l e  

.2 Is there any reason you can t h i n k  of as to  why 

.3 those amounts for he t icar .  Cyber would not have been 
4 p a d  through QM, that i s  t h e  tiSF fees' 
.5 A They were paid, they were paid I mean I recal l  
, 5  even af te r  the banhrvptcy f i i i n g ,  wen af te r  we rea!ized 
.7 we had l o s t ,  not just  the Dan Coleman base but a l l  of 
8 the custoner basg for the most par t ,  we s t l l l  had 
9 huweds  of  thousxds of co!lars that we wired to  the 
c ?CC for US7 pqmen:s for odcr nal i  I million dollar: 
1 a f t e r ,  1'1 the spring of  ZOO! 
2 0 Do you rewmber approxiaate!y how much the IJSF 
3 fecs w e  on a mcnthly basis for 4neric;n Qber  
i Corporation? 
5 Not specif ical l \  I recal l  t h a t  we were cpvards 

wit!. respect to  the charges for American Cyber 

Cyner throuqh a certaln point,  I believe, up u n t i l  the 

Q 

UEDSON 
958 

1 
2 the USF obligations. 
3 
4 or for any other brands that were being sold through 
5 QAI7 

6 A .  For the brands that  we took on that  
7 responsibility. The way the FCC has th i s  deployed, the 
8 burden can be on the supplier l ike QAI or on the carr ier  
9 l ike  American cyber, you can do i t  e i ther  vay 

10 l i a b i l i t y  if i t ' s  not paid a t  American Cyber's level can 
11 easily be determined to be the responsibil i ty of QAI 
12 despite any arangenent you might have vith the dovnline 
13 carr ier .  And so we decided to ta te  on that 
14 responsibil i ty,  and i t  was also consistent witn the 
15 contract to do that 
16 I might add tha t  i n  order for us to wo;d 
17 having Sprint take over the responsibil i ty f r m  us we 
18 had to sign an annual agreement wi th  Sprint that 
19 indicated to them that we were, that QAI was responsible 
2 0  and was i n  compliance wi th  a l l  the USF obligations, 
21 othervise they would have taken on the responsibility 
2 2  [Wiegand Deposition Exhibit No 150 
23 marted for ident i f icat ion.)  
24 BY hR STEFFENSON. 
25  Q Showing you what's been marked as  Exhibit 150, 

of about 250,000 a nonth that  we were paying for all  of 

Q, And that would be whether i t  was for  QAI's brand 

The 

951 
1 does this  l e t t e r  from QAI t o  Coleman Enterprises 
2 accurately ref lect  that  QAI was going to continue to pay 
3 the USF b i l l s  on behalf of Coleman Enterprises' 
4 A Yes. 
5 
6 American Cyber Corporation as well up unt l l  the 
7 bankruptcy' 
E A h g h t  Yeah, not real ly ,  it was past the 
9 

10 over. That would have been November. 
11 Q Up u n t i l  November of 2000 when the customer base 
12 was turned over pursuant t o  the bankruptcy court order? 
13 A h g h t .  
14 Q Can you explaln to me, Mr Wiegand, why i t  1s 
15 you entered into a consulting agreement and an 
16 emplopent agreement w i t h  Cheetah Communications on Or 
17 about b y  l s t ,  19997 
18 A .  I d o n ' t  recall enterlng into both an DplOpfnt 
19 and consulting agreement. 
20 Q What do you recal l  entering into? 
!1 
22 

!4 A h g h t  I m a l l  there vas some confusion on the 
!5 

Q. And that was true also for as you l u s t  said 

bankruptcy, it was up unt l l  the customer base was turned 

A I recal l  there was s m e  confusion 03 ths part  
of -- vhat time frame was this?  

!3 Q. by 1999 

part of Mr Shade who was handlinq the documentation for  

PARADIGM REPORTING 8 CAPTIONING INC. 
(612) 339-0545 
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DECLARATION OF DANIEL C. COLEMAN 

I, Danicl G Colcman. dcclare as rol low 

I 

2 

I am the Prcsidcnt and Chief Exccuiive Officcr or American Cybcr Corporation (AACC@) 

I mahc this Declaration in connection wi th  the Pelillon for Rewew filcd before the Fedcral 
Communications Commission by ACC. rcquesling review of the Decision o f  the Universal Servlce 
Administrator 

On behalrol ACC, I signcd thc lndcpendent Markctmg Ageement atiachcd to the Pc~ition as Exhtbit C 
Parhfindcr Capital, lnc or “PCI” was a holding company or managemcni company affiliated with or 
doing business as QAI, Inc of Irvinc, California (“QAI”) QAI  drectly or through affihatcs and by 
means of contractual arrangcmcnls uiLh billing comparues billed for and collected a l l  revcnucsmulhng 
rrom ACC’s tclccommurucations operations QAI  as the wholesale camer paid its undcrlymg carrier 
(Sprint) and was conlractually obligatcd to rcmil to ACC a margin after payment o f  h s  and other 
customer account related chargcs In practice, howvcr, ACC rcceived vutually no “commission” or 
margin as Q A l  consistently rcported that the charges associaled wth ACC’s klccommurucation s e ~ c e s  
Id1 no kommission-‘or margin to be paid to ACC 

Spccifically, b) contract, by correspondcncc and by courscofdealmg, QAI agreed to anddid bill ACC’s 
customers Universal Service Fund chargcs, Q A I  collected and resened all payments for same and QAI 
dtrcctl) received the invoices for and paid Univcrsal Servicc A h s t r a t i v c  company chargcs The 
Toryoing a l l  remained truc in calcndarycar 2000 However, i t  appears that for some extensive penodof 
iimc prior lo 2001, QAI in ract did not pay USAC invoices as i t  was obligated to do As shown by the 
attached March, 2001 invoice sent by USAC to QAI  and later forwarded to ACC; monthly USAC 
charges a t  the tune were only $29,136 S7 exclusivc o fa  latc payment fee but Lhe “previousbalance”w’as 
$449.250 82. showing QAI failed to pay invoiccs scnl 11 by USAC III 2000 and perhaps carlicr 

For rcasons not dircctly known to me. QAT bccame involved in a dispute with underlying carricr Sprinl 
latc in calendar year 2000 which dispute, I am informed and believe, resulted m Sprint temunatmg the 
proiision or iclccommunicaiion services to ACC’s end user customers As a consequencc of this 
tennmation o f  scrvicc bb Sprint. ACC lost approximately SO% o f  its customers before i t  was able to 
make new arrangements with an underlying carrier for the provisionof telecommurucationservicesto its 
customers 

Thc rcportmg olcalcndar ycar 2000 rcvcnues by QAI and paylng thc rcsultmg mvoices was or would 
ha\c bccn consistent icith the contractual agreemcnt bctwccn thc parties, the course o f  dealing bctwccn 
the partics and the fact that prior to tcrmination ofscrvlce by Sprint, QAI had billed customers for and 
collccted al l  Universal Servicc Fund chargcs attnbulable to ACC operations ACC at no time agreed to 
assume such obligations Tor calcndar y x  2000 operations 

I dcclarc undcr pcnalq o f  perjuq that thc lorcgoing is true and corrccl 

Evccutcd on Jul! _/_i__ 

3 

4 

i 

6 

L 

.2003 -L 



USAC 
UNIVERSAL SERVICE 
ADMINISTRATIVE CO 

American Cyber Corporation 
c/o O N .  h c .  
7700 h n e  CenterDr. 
Suite 605 
Irvme,CA 92615 
Attenhon. Accounting Department 

Date 03/21/2001 
Invoice #: UINV0040035405 

Filer 499 D: 819152 

Mail Payment To: 
Universal Semce Admnistrative Company 
PO Box 371719 
Pittsburgh, PA 15251-7719 

STATEMENT OF ACCOUNT 

Detail of Charees: 

Date Amount Total 

Previous Balance $ 449,250.82 

0311 51200 1 High Cost Program Charges 14,223 5 4  
03/15/2001 Low Income Program Charges 3,537 50 
03115/2001 Schools & Libranes Program Charge 1 1,336 46 
03/15/2001 Rural Health Care Program Charges 39 07 
03/15/2001 Late Payment Penalty 3,10905 

Total Current Charges: $ 32,245.62 

Date 

Detail of PavrneotslCredits: 

Amount 

Total PaymentslCredits: s 0.00 

Balance Due USAC: $481,496.44 

Payment must be received by 04/16/2001 to avoid late payment charges 
Please remit pink copy with payment to ensure propercredlt 

Transactions occmring after 0311512001 are not reflected on this statement 
Direct questions to the Fund Administrator - (973) 884-8598 


